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NAFA COMPENSATION

CampanyvName: FEDERAL RESERVE ROFR

R
Address  £0th & L Bt. NW, Stop 14

Date(s) of Interview: 389/16/88, 10/12/88, 10/20/88

FROBLEMS with CURRENT SYSTEM: Have had increasing attrition, people
laooking for a finmancial growth stream were leaving. Rarticularly
concerned that some of the mid-level people-~—future leaders and top
performers——have beern leaving; imability to compete in hiring.

This has been a driver for the rnew system. It is to be a market based,
using primarily lacal (Econocmists & Lawyers are on region surveys)
surveys and ranges based on the survey. Job value is to be determined
by arn evaluatiorn plan that has career ladders. The rate ranges are
expected to be divided into gquintiles or guartiles, with salaries
maraged using a salary matrix with the increase amount to be based upon
salary level within range and performance appraisals parameters. The
current has and rnew system is expected to have all of the exempt
persarmel in one pay structuwre.

Status: Their Officers program (initial policy, procedures and ranges
are ready for implementation effective 1/1/89. The emplayees program
is tarpgeted for implementaticor in mid *8%9 with similar philoscphies.

What is compensaticr approach? (How organization manages and why)

A. Hire at, above, o below market salary rates, recruitment
bormwses used?
1. Evtry vs. senicor level hires. Most hiring of ecornomists
is rnow directly out of schoaol, The FED uses American
Economics Association salary data as a main scource to set
their start rates at market. In additicrm, they maintain ties
with the various coallege/university department chairs.

B. Gecpraphic vs. mationmal pay schedules and why. The regional
Federal Reserve Ranks do local suwwveys and then send the
Justificaticms forr their local rates for review and approval by
the Federal Reserve Board in Wahsingtorn D. C There are different
market conditions at various FED locations, particularly for
ricr—exempt positions. They may need to pay higher rates at some
locations, but don’t wanmt to cause local market disrupticns if
rnational rates at other locations aren’t rneeded to compete
effectively. Fov the approximately 9% Officer's at the Board
Groughly equivalent to the SES) the pay schedule is integrated
with a Federal Reserve System National Officer’s structure but
primarily impacted by a rortheasterrn market survey. The FED does
have a posting procedure for hard to fill spots in the system,
but there is rnormally little structuwred interchange of people, ie
transfers betweer the varicous FED branches.
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C. What are special compensaticn programs for superviscors and
non~mangerial staff? Don't have any special proagrams, but do make
allowances for progressicon of non supervisory staff in a few
excepticmal cases.

D. Pay adjustments—Rased on market, profitability or ?
1. Increase o Salary Manapement? Using incorease management
Yici e Will have a salary matrix with performarce and years of
experience in the new system.

a Fregquenrcy. Armual

S Merit increase distributicons (commorn date o Anmiversary?
exceptions o mid-years) based on individual'!s performance.
Arrual common date basis rnow.

4. Amcunt of increase tied to performance? Carn do 1 oor 2
steps throughout the year to recogrnize coutstanding
performance, with a limit of 104 of a Department’s employees
being eligible for such treatment.

5. Can non-supervisory pay equal or exceed executive pay?
{(dual ladder-have itj; youwr views). It is limited and beycnd
the repgular employee level rnow, but expect to phase it ocut
with the implemerntation of the new salary program.

G. Lead, lead/lag or lag; market target at x % +/— market?
They are currently following a lag/lag, market philoasophy
g Dol Y

E. How important is undformity of pay across different business
lires and organizations? Have a salary budget target for all
branches of the FED, but allow some flexibility for conmtingercies;
all ronm-0fficer structures are based on local surveys.

1. Ui Formity .

ro

« Flexibility

o Froblems/Issues

131

Fo Roughly what porticon of total compernsaticon is bornuses o other
forms of at risk pay? Nore with the rnew praogram. Had O - 20% with
the old program that was available as a lump award for RBoard.

They found that as salaries lagged further and further behind, the
boruses became a salary supplement and didn’t meet the pgoals
ernvisioned when the program was established.

G. What is purpose of putting pay at risk? N/A

H. Who can make exception to youwr start salary rules?  What can
they charge? Can hire anywhere within steps 1 through 10, and
for Economists and lawyer, up to step 15 with the approval of the
Ferscrmel Director.
1. Naticrmal office only? (What can they waive?) N/A
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ta Divisicor VR N/A
.  Manager/Supervisocr?  N/A

i

f.
(&

1. Added Compernsaticrn for passing cleararnce {(lifestyle

restrictions——can’t publish, etc.) Most officials have
cleararnces; the FED does rnot have any added compensaticon for pas
a clearance.

J. Fremium pay {(overtime, hazardous duty pay) for professicornal
emnplayess?
1. Do have it? Noo

= Whe is eligible and under what circumstances?

He What do you disclose about youwr pay system to employees?
1. Classification descripticons? Career ladders
e Rate ranges? ves
3a Policies/procedures? yes
4. Individual pay rates? Noo
S Other? Ratiomale for pay increases, salary matrix each
year, policies & procedures, and proposed changes are also
communicated tao employees.

RECRUITING AFPROACH
What do you sell to recruit staff? The FED is the place to be, it
is where the action is, economically speakings; many employees
come for the job challernpe and ability to have impact in the field
It also looks great on a resume for those so inclined.

New Graduates: Hire mostly new graduates

Experienced:

fA. Salary

E. Rernefite including deferred compensation

€. Careeyr with firm

D. Opporturnity to work with latest techwnolony

E. Importance of projects, to? The importance of the

work, arnd the national and international impact are real

enticements.

F. Profit sharing Have a thrift plarn where the FED pays

€0 cents on the dollar up to 64 of base pay. Alsc have

a 401 K plarn where these funds carn go. The momies are

privately managed, but the FED sets the standards of

performarnce; the FED has beern willirng to switch monéey
marnagers where these standards have wnot been met.

G. Rerguisites (work ernvirornment)

He Ability to work with first class crganization (yours)

&. best minds? Prestige of working with top people.

b at cutting edge, o?

Ca ?

I. New Grad training program?  Have a about 30 research
assistant positions for undergraduates where
gererally after two years, they leave the
organizaticon for advarnced study o different career
fields.,

s
3,
-
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J. Any other thoughts/concepts?

111. Special Recruiting-New PhD or experienced?
What would do to attract a world class talent (PhD in Mathematics,
MIT — exceptiorn, not pipeline talent.
A.  Would you make excepticon to your normal classification
/eompensation rules? Haven®t had to do this arnd haven't wanted to.

Do have key professor contacts and may make a heavy sell as

to why coming to the FED is a good idea for the candidate, but

v more salary flexibility.

EB. If so, on what basis? N/A.

1. Work environmentd

e How much flexibility to keep a hook iv them? Could offer
an excepticral candidate the opportunity to work on their
awrt specialired research.

3 Conmflict of interest issues? Coampetition?

C. How do you pay top people? Don’t hire many Officers; most
are promoted from within. For those few cases, they do
have flexibility ta pay at the highest step if reeded,
arnd have had Board of Governors?! approval to extend the
range to step 15,

1. Pros/Cons o prablems in your system

IV. Workforce Concept
What kirnd of workforce concept are yvou operating under?

. Lifetime career, no layoff? Follow more of a career

concept for all employees except the Research Assistants,

which are temporary postions,

E. Only for duraticn of project?

C. Hire cutting edge recruits froam school; edge out with slow

raises after a few years, or?

D. Fully experienced, proven talent from cther organizations?
Nex.,

E. Govermment /Military as a souwrce? Almost rnever.

Fo Revitalization of burned-ocut people? If so what, what

conditicnms?

Noy not as a structured program.  Have a special
sabbatical for one to twe Officers per yvear at an
educational institution, a study of central barks, o at
another Federal Reserve Barnk for a pericd of up to one
Year, -
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Doo you move your professional staff? What levels?  (e.q.
Marsagement only? Technical?
Have almost rnot movement of professiornal staff.

R. UWhat problems, if any, are you having?
EB. What scluticonms are you using that work best?
C How do you keep transferees whaole?

. Family

. Spouse

“ Second wage earner

o Schools

5. Other

€./ Additional services offered?

G T o+

S

i

Do youw haves

A. Second careey support — Dutplacement activity/consultant?
Have used an early retirement program that was
across—-the—-board. Have used consultants very
selectively.

E. Do you rely arn short term "borvowing" of staff From

research crganizations/universities. etoc. (conditions
18~24 monmths: person goes back to pricoe job) - Conflict
of interest, sabbatical issues?

C. Flexible Rernefits (Upper mid-level to below Officer).
N,
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